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The Struggle in Flanders 





HE ordinary news of trade and indus- 

try has received scant notice during 

the past month. After eight months of 

war, business men were aware that 

the war influence upon business here 
was by nature unpredictable; but it is plain 
that what has now happened—the almost in- 
credibly swift and destructive overrunning of 
the Low Countries and Northern France—was 
the one thing for which public opinion was least 
prepared. 

For the past few months the war has been 
a major but not a wholly dominating element 
in American business. In its early days it pro- 
duced a great upsurge of buying, based upon 
the belief that it would plunge business imme- 
diately into an era of Allied orders, neutral 
trade expansion, and commodity price infla- 
tion similar to 1916 and after. Fortunately 
sound leadership and good sense modified this 
view in time to keep the rise within bounds 
and bring business back safely to solid ground. 
From that time until now the opinion has been 
forming that any spread of the war on the 
Western front could have no quick result, but 
would lead to a prolonged if stupendous strug- 
gle on fortified lines; and that so far as the 
United States was concerned the most likely 
effect would be a speeding up of Allied buying 
which would support industrial activity and 
prices. The strength of the Maginot Line has 
swayed business sentiment in this country, ex- 
actly as it swayed the French generalship. 

The sweep of the German columns to the 
Somme and the Channel has come as a fearful 
shock to those in whom this feeling was upper- 
most. There is no explanation for the breaks 
in stock, bond and commodity markets except 
the evident truth that many people, for the first 
time, have entertained the possibility that Ger- 
many may win the war. This is still far from a 
foregone conclusion, and will remain so even 
if Great Britain itself should be attacked. If 
the Allies can withstand the battle, the eco- 
nomic pressure upon Germany, which is the 
basis of Allied strategy, will become all the 
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greater for the vast expenditure of materials in 
the attack. But even the best informed are 
confused and uncertain, and the markets hang 
upon the outcome. 


Interpretations of the War News 


The pessimistic interpretation of the effect 
on this country of a possible early German 
victory is that it would deal a blow to business 
through elimination of Allied war orders, a 
setback to our neutral trade, and declines in 
commodity prices where they are supported by 
war factors, probably with accompanying in- 
ventory liquidation. Moreover, many Ameri- 
cans believe that a German triumph would 
leave a world profoundly altered, and to our 
disadvantage. The fear is that in foreign trade 
the United States would have to compete with 
an enlarged area of closed economies, and 
with larger programs ot subsidy and barter. If 
the result should be a depression of export in- 
dustries it would be costly and disrupting; and 
the alternative of adopting totalitarian methods 
in this country, and subjecting trade to state 
control in the same degree, would be equally 
unwelcome. 

It should be unnecessary to say that none 
of these things has happened yet, that no one 
can foretell with certainty either the nature of 
the peace or any other consequence if Germany 
should win, and that up to the present no de- 
flationary influences have been set into opera- 
tion except that of a great shock. 

On the other hand, the obverse of the above 
view is that a turn of military developments in 
favor of the Allies would immensely hearten 
investors and strengthen confidence generally. 
The paramount need of the Allies is to speed 
the flow of munitions, particularly airplanes, 
motorized equipment and weapons. They need 
them in the emergency for defense, and after 
the emergency to prepare for the time when 
they can attack. They have made changes in 
their governments and commands to push their 
home production faster, and undoubtedly they 
need to buy in this country on a larger scale 
than heretofore expected. 
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The United States Defense Program 

In either case the United States will make 
its own demands upon the armament indus- 
tries, on a scale greater than ever known before 
in peace time. The necessity to arm is deplor- 
able, but on the question of providing for na- 
tional defense in an armed and unstable world 
public opinion is united. The objective is plain: 
a more adequate army and air force, with pro- 
ductive facilities that can turn out armaments 
as needed, and further expansion of the navy. 
It is impossible to say how rapidly the goal can 
be reached, or what sums may be spent during 
the months to come, for the rate will depend 
upon the competence with which the program 
is organized and administered. This country 
has the greatest facilities for mass production, 
the greatest experience in management, and 
the most advanced technology of any country 
on earth. For the men who have built up and 
operate the automobile, electrical equipment, 
aviation and similar industries, the manufac- 
ture of adequate armaments will offer no in- 
surmountable problems, and the first essential 
is to utilize and coordinate their efforts. 

Whether estimates of the business prospect 
are otherwise favorable or unfavorable, arma- 
ment activity will be a factor on the plus side. 
It is true, of course, that armament expendi- 
tures cannot be a way to a genuine prosperity. 
They will support business while they last but 
in the economic sense they are unproductive. 
The enormous burden of their cost must be 
borne directly or indirectly by taxes upon other 
productive activity, namely, the earnings of 
business and the people of the country. 
Whether in totalitarian or democratic coun- 
tries this must be so. 

The vast mechanized forces which Germany 
is hurling against the Allies have been built 
up and are being supplied not only through the 
mighty physical effort of German workers and 
industries, but at the expense of reducing the 
food, clothing, and other simple necessities of 
the German people. This accomplishment, how- 
ever, should lead to no admiration of the totali- 
tarian principle. The goal of civilization is not 
armaments, war and destruction, but the ne- 
cessities and luxuries of life, the thousand and 
one goods and services upon which a high 
standard of living, economic security, educa- 
tion and culture can be erected. 

A Lesson from France 

The United States has the capacity, if all 
groups co-operate, to provide both food and 
arms without stint. It can afford the cost if 
along with the effort goes a genuine devotion 
to the doctrine of work and save. What -it 
cannot afferd is to underestimate the task and 
the concentration upon it that will be required. 
The planning of the program alone, for which 
the new Defense Advisory Commission has 
been created, is an immensely complex prob- 


lem. Bottlenecks, due to lack of machines and 
skilled labor at some points in the production 
line, will have to be broken down. The special 
responsibilities of management, capital and 
labor are plain, but it may not be so clear that 
every element in the population may be called 
upon for sacrifices, whether by working harder, 
paying heavier taxes, or postponing the satis- 
faction of former wants in favor of those now 
more urgent. 


This country has something to learn from the 
mistakes of France, which are described in the 
remarkable “General Report” upon the French 
crisis, addressed to the President of the French 
Republic on November 12, 1938, by MM. Dala- 
dier and Reynaud. In the course of this report 
the distinguished and patriotic authors said: 


The gravest failure, from which the others follow, 
has been the persistently low level of production. * * * 
If production is insufficient it is primarily because its 
possibilities of development have been paralyzed. * * * 
The idea of a reduction in the length of the working 
day had been entertained on the assumption that, as 
a result of increased efficiency of labor and more 
intensive use of machinery, the same output could 
be obtained with fewer hours of work. But the effi- 
ciency of labor has not increased and the hopes 
founded on technical improvement have not been 
realized. How could it have been otherwise, when 
the majority of factories and shops were closed two 
days out of seven? All the efforts at re-organization 
that have been tried have failed. Sometimes it has 
been the authorities themselves who have intervened 
to prevent the introduction of new methods designed 
to lower costs. In every field where activity might 
be reborn enterprise has been restricted and dis- 
couraged. The creative spirit and the willingness to 
take risks have been weakened. This—let us not fear 
to say it—is the root of the evil, for it adds a sort of 
moral abdication to the material difficulties. 

M. Reynaud is now Premier of France. He is 
bearing the heavy task of overcoming the 
dreadful waste and lost time, in the years prior 
to the war, which he as co-author describes. 
It is a sad reflection that Frenchmen are dying 
because of that waste, and that but for it the 
desperate crisis which confronts France today 
might never have arisen. 

The United States abhors totalitarian ideals 
and methods. The challenge is whether an 
association of free people can provide and ac- 
cept leadership, subordinate one aim to another 
as required, endure priorities and sacrifices, 
and unite all groups in a common effort. With 
understanding, cooperation and devotion to the 
national interest, this country can demonstrate 
to the world that a democracy can solve the 
problem of defense as efficiently as a totali- 
tarian state, and combine with it a peaceful 
progress of which no totalitarian state is 
capable—and without other controls than those 
freely concurred-in, and imposed through 
voluntary cooperation. 


Financing Defense Expenditures 





The defense program has been started by 
requests of the President for new military and 
naval appropriations totaling perhaps $2,400,- 
000,000. These sums will provide for defense a 
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total of over $4,200,000,000, compared with the 
original budget proposals for the fiscal year 
1941 of $1,840,000,000. The Administration pro- 

oses additional taxes to produce an estimated 
$656,000,000 annually ; and has asked Congress 
to raise the statutory limit on the Treasury debt 
from $45,000,000,000, a figure which the debt 
will reach in probably less than a year, to $48,- 
000,000,000. This will cover the issue of $3,- 
000,000,000 of defense bonds as needed, with 
maturities not to exceed five years. 

This proposal is the answer to irresponsible 
speculation as to the nature of defense financ- 
ing. Secretary Morgenthau took public notice 
of a suggestion to use the $1,800,000,000 of gold 
in the stabilization fund, and has disposed of it 
effectively by pointing out the inflationary 
effects on bond prices that would follow, and 
by declaring he would use no “trick method” 
with a fund available as a nest egg for some 
unforeseen national emergency. Further specu- 
lation dealt with the possibility of another de- 
valuation of the dollar, although it is safe to 
say that no responsible person has considered 
this likely or desirable. In informed quarters 
there has never been doubt that the defense 
budget can be financed through the regular 
channels of taxation and loans. 

Nevertheless, it is natural that people should 
be concerned about the fiscal situation. A great 
share of the institutional wealth of the country 
is invested in federal securities, and the tax 
burden is the heaviest ever borne. There has 
been justified comment, during the past two 
or three years, to the effect that if it became 
necessary to carry out a huge defense program 
on top of a debt approaching $45,000,000,000 
the danger of inflation would be correspond- 
ingly increased, while the conduct of an actual 
war without causing an inflationary debacle 
would be immensely difficult. Furthermore, 
the methods of financing are of the greatest 
interest to business men, for their consequences 
upon the industries and trade and upon the 
effectiveness of the armament effort itself. 


Taxation and Economy 


With the debt so large, it is plainly desirable 
that some part of the defense expenditures 
should be covered by taxation. The taxes pro- 
posed represent emergency increases in exist- 
ing schedules, and may be considered subject 
to revision. The taxes should be placed where 
they can be counted on to yield the estimated 
revenues without drying up the sources, and 
they should not weaken further the incentive 
to investment and productive enterprise. 

From either viewpoint it is an appropriate 
time for the Congress to consider the many 
proposals made in recent years for broadening 
the income tax base. There is ample evidence 
that corporate taxes and surtaxes on the:higher 
individual income brackets have reached a 
point where further increases in rates are likely 
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to be unproductive; and students of taxation, 
both liberal and conservative, have long urged 
reduction of exemptions from the individual 
income tax. Senator La Follette sponsors a 
lower scale of exemptions which, he once esti- 
mated, would add 1,400,000 persons to the 
income tax paying group and at the same time 
increase the tax yields from those already 
paying. 

There are two arguments in favor of taxing 
smaller incomes or otherwise spreading the tax 
load. One is that the broader the base of Fed- 
eral revenue the more stable the revenue will 
be. The second is that a vastly greater propor- 
tion of the people would have a direct interest 
in the economical and efficient conduct of 
government. 

After the taxes are levied borrowing will still 
be necessary. From this rises the uneasiness 
as to the inflationary dangers and the possible 
effects upon the bond market. It may be sug- 
gested that there are two effective ways to 
allay these apprehensions. One is to keep the 
borrowing down by exercising the greatest 
possible offsetting economy in other expendi- 
tures. The President has given the lead in his 
message vetoing the $110,000,000 Rivers and 
Harbors Bill on May 21, with the following 
statement: 

Regardless of every other consideration, it seems to 
me that the non-military activities of the War Depart- 
ment should give way at this time to the need for mili- 
tary preparedness. This is a need, not so apparent 
at the time the bill was under consideration by the 
Congress, that must now be recognized by all as a 
matter demanding priority of attention. 

If this principle is applied to all expenditures, 
and the same careful scrutiny made of every 
appropriation proposed, the first step toward 
carrying out the defense program without 
financial disturbance will have been taken. 
No one suggests that the people who have no 
means of living except government relief be 
deprived of it, but it may be hoped that the 
stimulating effect of armament work upon 
business and employment will reduce relief 
needs. Moreover, of the projects financed by 
the Treasury, many undoubtedly are being car- 
ried out at this time partly for the purpose of 
making work, and are as readily postponable as 
the Rivers and Harbors expenditures. If they 
are added to, they will increase the demands 
upon labor and management and possibly ac- 
centuate bottlenecks. We believe public opinion 
will support curtailment of work of that kind, 
as well as economy elsewhere. 


Repeal of Inflationary Powers 


Second, the prospect of an increase in the 
debt, which is inflationary in direction, should 
lead to an examination of other ways in which 
inflationary trends, or the fear of them, may 
be counteracted. The provisions of the Thomas 
Amendment to the Farm Relief Act of 1933, 
under which the Treasury is empowered to 
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bring pressure upon the Federal Reserve Sys- 
tem to finance the deficit by purchases of gov- 
ernment securities, and to issue up to $3,000,- 
000,000 of greenbacks, are still in the law. They 
are not being used and not likely to be, but they 
keep people uneasy, and if they could be re- 
pealed the effect upon public sentiment would 
be reassuring. The requirement for the pur- 
chase of foreign silver is likewise inflationary 
in nature, superfluous and disturbing. 

There could be no more appropriate time to 
repeal these unnecessary powers than now, 
nor could any other action now possible have 
a like effect. It might be added, though the 
proposal to repeal it would doubtless cause 
greater debate, that the President’s power to 
devalue the dollar further is equally super- 
fluous and equally a cause of uneasiness and 
periodic unsettlement of confidence. 

The general truth which needs to be recog- 
nized is that the defense spending presents 
problems of monetary as well as industrial 
management, and that the monetary policy is 
entitled to equally sober and careful thought. 
The problem is not only to use the productive 
capacity and resources to the fullest extent, and 
to pay for the spending as much as possible by 
work and saving, but to insure that the program 
is financed in normal channels and in an atmos- 
phere of confidence. 


Domestic Business Conditions 





The break in the security markets and espe- 
cially in stock prices has been spectacular, but 
toward the end of the month the fear appeared 
to be passing. The effects of the shock upon the 
course of business remain to be determined. 
Market values of the investments of many peo- 
ple have been marked down, and experience 
has shown that their ability and willingness to 
spend are reduced by such violent declines. 
Anxiety is widespread, and caution in buying 
and in going ahead with business projects, par- 
ticularly where not related to armaments, is 
natural. 

Domestic trade and industrial news, however, 
has not contributed to the unsettlement, but on 
the contrary has been the chief stabilizing in- 
fluence. The most important industry in the 
country, the steel industry, has moved forward 
as sharply as the shares of steel companies 
have declined. The improvement started with 
orders for sheets and strip placed at the cut 
prices available before May Ist. During May 
export orders have broadened, the price struc- 
ture has firmed and general domestic buying 
has improved; and the operating rate is up 
from 60 per cent of capacity at the beginning 
of the month to 77 per cent in the latest week. 

Due mainly to this rise in steel, the Federal 
Reserve Board’s index of production, which is 
a composite measure of industrial activity, has 
turned upward. Preliminary figures leave little 


doubt that for May and June it will be substan- 
tially above the April level of 102 (1923-25 = 
100). April will thus stand as the low month 
of the reaction from the December peak. 

Business in textiles and leather has been 
slowed down by the market developments, and 
in the wholesale merchandise markets buyers 
are not doing much. Retail trade is reported 
slower in some sections but has run steadily 
above a year ago and well in line with earlier 
months this year. Automobile sales started 
off the month exceptionally well, and although 
later reports are not as satisfactory production 
will hold at a good rate during June, leaving 
July and August as the months for dealers to 
work off their remaining stocks before the 
1941 models are introduced. 

Building contract awards in the first half of 
May were slightly better than in April and 
the same period a year ago. This is the first 
period since December that building has run 
above the comparable figures of the previous 
year. The gain is in residential building, re- 
flecting operations under the Federal Housing 
Administration program. F.H.A. operations 
have spread out into areas where they were 
not previously active, and the total of mortgage 
insurance placed on new construction continues 
to break all records. 


Further Losses of Export Markets 


Merchandise exports in April declined $27,- 
000,000 from the March level, to $324,000,000. 
Exports to Great Britain and France showed 
further increases. The drop was chiefly in ship- 
ments to the Scandinavian countries and in 
cotton exports, which have run off sharply 
since shipments of the subsidy cotton passed 
their peak. 

With the invasion of the Low Countries the 
United States has lost another market, which 
took $98,000,000 in American goods in the first 
six months of the war. Some two-thirds of our 
foreign trade is now under the influence of war. 
Markets worth $150,000,000 of export sales 
annually were closed to the United States by 
the outbreak of war, and during the past two 
months a further export trade worth about 
$400,000,000 annually, at the rate of last Sep- 
tember through February, inclusive, has been 
shut off. These losses have been offset by gains 
equivalent, so far, to $250,000,000 annually in 
Great Britain and France, and $750,000,000 
through the British Empire, Latin America 
and elsewhere. 

The shifts in international trade caused by 
the invasion will be widespread. Great Britain 
imported dairy products from the Netherlands 
and iron and steel products, 400,000 tons in 
the first eight months of 1939, from Belgium. 
France received about 10 per cent of her im- 
ports from the Low Countries and was par- 
ticularly dependent upon Belgium for heavy 
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chemicals, coal and some other industrial 


products. 


The Low Countries were buyers of Latin 
American products to the extent of over $125,- 
000,000 annually. They were among the best 
customers for Colombian and Brazilian coffee 
and Argentine wheat and corn. In turn they 
sold over $90,000,000 worth of merchandise 
to Latin America in 1938, mostly iron and steel 
manufactures, machinery, chemicals, cement 
and textiles. Moreover, the Netherlands sent 
nearly $60,000,000 of merchandise to its own 
colonies, and Belgian exports to the Congo 
amounted to about $13,000,000. Elimination 
of Belgian and Dutch products from the world 
markets will create a need which United States 
exporters will be best able to fill. The extent 
to which we supply the Latin American mar- 
kets will depend upon the extent to which our 
purchases replace former Belgian and Dutch 
purchases. In the Dutch East Indies there 
should be less difficulty in financing increased 
sales, for our trade with them shows a con- 
siderable balance in their favor to start with, 
and accelerated purchases of strategic materials 
may provide them with even more dollars to 
pay for American products. 


Commodity Price Declines 


The drop in commodity prices was contrary 
to the expectations of many people, who had 
believed that intensification of the war woul! 
strengthen markets further. However, Holland 
and Belgium were important buyers of some 
commodities. Moreover, the spectacular de- 
cline in wheat and the substantial drops in 
hides, cocoa and cotton, which held the head- 
lines, may have conveyed an impression of 
greater liquidation and price decline than actu- 
ally occurred. In terms of the Department of 
Labor’s daily index of 28 basic commodities, 
the over-all decline between May 10 and May 
29 was 7.2 per cent; but the drop in industrial 
raw materials, notwithstanding the break in 
cotton and hides, was only 3.3 per cent, while 
foodstuffs were down 12.5 per cent. Non-ferrous 
metal prices particularly have held. Copper 
showed but a slight easing in the outside 
market and zinc has been marked up. No one 
minimizes the importance of other declines, 
but the steadiness of the non-ferrous metals 
and many industrial materials signifies that the 
bearish view is not universal. 

The drop in wheat was sharp because a 
speculative position had been built up since 
last Fall, based on poor crop prospects here 
and in Europe and on the general theory that 
war operations would diminish supplies. Al- 
though the crop outlook in this country has 
improved considerably since the Winter, and 
the free market supply was augmented by re- 
possession of the greater part of the wheat un- 
der the government loan prior to April 30, the 


buying continued during April, after the inva- 
sion of Scandinavia; and the Chicago market 
rose to $1.15. In retrospect it is clear that the 
April rise was more than the market could 
hold. The position was vulnerable when Bel- 
gium and Holland, the second and third largest 
importers of wheat, were overrun and Great 
Britain, the world’s largest wheat buyer, 
threatened. Belgium and Holland normally 
import 60,000,000 to 70,000,000 bushels of 
wheat annually and Great Britain more than 
200,000,000. 

After declining the full limit of 10c on each 
of three days, the Chicago market has been 
pegged by the prohibition of trading below 
minimum prices, and the Department of Agri- 
culture moved to support the market further 
by announcing that loans would again be of- 
fered to wheat growers this year at prices 
equivalent to an average of 64c on the farm 
and 8lc in Chicago. This has been followed 
by announcement of loans on rye and barley, 
and a cotton loan is virtually certain. The out- 
look for cotton exports next season has become 
increasingly unfavorable, with more foreign 
markets closed, further restrictions on con- 
sumption in the belligerent countries, and pros- 
pects for good sized crops of foreign growth. A 
loan will become mandatory if the price drops 
below 52 per cent of parity, which works out 
about 8.25c for 7%” cotton in the interior. This 


is equivalent to possibly 9c on 15/16” at the 
ports, and new crop contracts based on such 
cotton have been selling below that level. 
The rubber market has been another of great 
interest, in view of fears that the supply from 
the Dutch East Indies might be interrupted. 


Permissible exports under the restriction 
scheme have been set at 80 per cent of the basic 
allotment during the remainder of this year, the 
same figure as in the first half. At this rate the 
supply will be substantially above consumption 
requirements, and if the rubber can be moved 
stocks in consuming countries will rise rapidly. 
The United States considers this desirable for 
the purpose of accumulating large reserves dur- 
ing the present disturbed conditions, and it is 
not unlikely that further barter or other ar- 
rangements may be made, under which the 
Government will store rubber for its own 
account. 


Money and Banking 





Heavy liquidation in the stock markets, al- 
ready referred to, but only moderate declines 
in government and other high grade bonds, 
accompanied the spread of the war last month. 
Money conditions here continue extremely 
easy, with excess bank reserves at a new peak 
under the influence of gold imports, and, ex- 
cept for the readjustment of bond yields, there 
has been no appreciable firming of interest 
rates generally. 
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United States Government long-term bonds 
closed the month about 4 points below their 
1940 high prices—a relatively limited decline 
considering the war news to which the market 
was subjected, plus the announcement of in- 
creased government expenditures for national 
defense and larger government borrowing in- 
dicated for next year as a result. Last month’s 
decline was less severe than that which fol- 
lowed the outbreak of war in September, when 
selling was heavier and long-term issues lost as 
much as 9 points. Moreover, the Federal Re- 
serve Banks have supported the market only 
slightly this year, whereas last September they 
purchased government securities to the extent 
of over $400,000,000 in order to stabilize quo- 
tations in the face of the liquidation which 
occurred. 

With lower prices and increased yields on 
government bonds, there has also been some 
firming of rates on Treasury notes having ma- 
turities up to five years, and on the weekly 
offerings of Treasury 90-day bills, for which 
the average discount rate rose during the month 
from 0.007 to 0.067 per cent per annum, al- 
though the latter rate is still nominal. There 
has been no increase, however, in the general 
scale of interest rates charged on commercial 
loans, call loans, bank acceptances and com- 
mercial paper. 

Statements of the Federal Reserve report- 
ing member banks show that the banks as a 
group have not been heavy sellers of govern- 
ment securities and that their total holdings 
have in fact increased by approximately $92,- 
000,000 during the four weeks ended May 22, 
although there was considerable shifting be- 
tween different issues and different districts. 
Banks in New York City, by purchases of 
bonds, notes and bills during this period in- 
creased their total government portfolio by 
$153,000,000 net, while banks outside of New 
York, by sales of bonds, bills and guaranteed 
issues, decreased their total holdings by $61,- 
000,000. 

There was little change in the volume of 
business loans outstanding during the month, 
but loans to brokers declined further and now 
stand at the lowest point since the present 
series of reports was inaugurated. 

New financing virtually dried up last month, 
due to the unsettlement of the markets. Al- 
though the $75,000,000 serial debentures of 
United States Steel Corporation were sold on 
May 15th, the public offering of a number of 
other important issues has been postponed 
until the return of more favorable conditions. 


The Gold Problem 


The current revival of popular interest in 
gold is no new phenomenon. Periodically, back 
even to ancient times, men have become excited 
about gold. In the Middle Ages the search for 











gold and treasure prompted the voyages leading 
to the discovery of America. All Europe was 
stirred by the newly found wealth of gold and 
silver in Mexico and Peru, which, pouring back 
to the Old World in the treasure ships of Spain, 
laid the basis for a great rise of prices, and 
contributed greatly to the stimulation of com- 
merce and industry that marked the end of the 
Dark Ages. More recently, in our own country, 
the gold rushes to California in the 1840s and 
’50s, and to Alaska in the early 1900s, reawak- 
ened popular interest in gold and sent thou- 
sands of adventurers to brave hardships and 
death in wild frontiers, lured by the magic of 
the word—gold. 

The extraordinary thing is not that people 
are talking about gold but rather what they are 
saying about gold. Always in the past the in- 
terest has been in acquiring gold. Nations have 
sought it because it gave them financial power 
and a strong backing for the currency without 
which no people can be completely confident 
of the quality of their money. Individuals 
sought it as the safest and most liquid of all 
investments—something of such universal ac- 
ceptability that it could always be exchanged 
for whatever goods and services might be 
wanted. 

Now, however, people are saying new things 
about gold. Because of the great rise that has 
taken place in our gold stocks, we hear that as 
a nation we have too much gold; that instead 
of our holdings being a source of strength, they 
are a menace, threatening us with inflation; that 
in taking this gold from foreign countries we 
have been trading valuable goods and services 
for a lot of useless metal which we can only 
“bury in a hole in Kentucky ;” that foreigners 
are going to sell us all their gold, and, having 
done so, will demonetize it leaving us “holding 
the bag;” and so on, in the same vein. 

The present situation as to gold is indeed 
unprecedented, and it is not surprising that the 
public mind is confused and apprehensive about 
it. Although several competent analyses of 
the problem have appeared, there is evidence 
in comments appearing in the press, and in in- 
quiries which we receive, of a need for further 
explanation and discussion. In the following 
article we propose to set forth what appear to 
us to be the salient facts of the gold situation, 
together with certain suggestions and conclu- 
sions relative to current misgivings about gold. 


Growth of Gold Supplies in World and U. S. 


To begin with, it will be recognized that the 
gold problem arises from two great changes 
in the quantity and disposition of the world’s 
gold: first, a tremendous increase in the total 
stock of gold; and, second, its concentration 
largely in the United States. 

The first began with the decline in the pound 
sterling which raised the price of gold in terms 
























































































a 
ETT 






















ng 
as 
nd 
ck 
in, 
nd 
m- 
he 
ry, 
nd 
k- 
u- 


nd 


le 
re 


ut 


all 
Lc- 
ed 
be 


gs 
as 
as 
ad 
ey 
at 
ve 
es 
ly 
TS 
ang 
ag 


he 
ut 
of 
ce 


er 
ng 
to 
mn, 
u- 
id. 


he 
es 
l’s 


on 


ad 
ns 


want te Menges 1 


aaa 
Mi 


337m) 
23 


Hee MZ, 


asia DS 





Se ath iat A aeM MOE aso aad NaS MAE CTS 


FOIE LEE 
ge OP ag he skp ca een oe 


Ce 





June, 1940 





of that currency, giving a huge subsidy to gold 
producers throughout the sterling area, and 
vastly stimulating output. The United States 
soon followed and today world gold production 
is at the annual rate of 40 million ounces, worth 
approximately $1.4 billions, nearly double the 
volume and over three times the value of the 
output in 1930, before the round of currency 
devaluation was started. 

Moreover, while production has been increas- 
ing, supplies have been augmented by the de- 
hoarding of great quantities of metal in India, 
curtailment of normal industrial demand, and 
the melting down of gold objects, particularly 
in countries such as Germany, Italy and Japan 
where need for foreign exchange has been 
acute. Today the monetary value of revealed 
gold stocks of all central banks and govern- 
ments is close to $26 billions, roughly 2% times 
the total in 1930, and about 6 times the total at 
the outbreak of the war in 1914. 

The second great change in the gold situa- 
tion—the concentration of holdings in the 
United States—really began with the great 
war of 1914-18, but has made particularly rapid 
progress since the devaluation of the dollar on 
January 31, 1934. Before devaluation the gold 
stocks of this country amounted to about $4 
billions, equal to approximately 36 per cent of 
the world’s stock. Now we have over $19 
billions, or 70 per cent of the world’s stock. 
Although this is undoubtedly more than we 
need, it is interesting to learn that it is not far 
in excess of our percentage of the world’s bank 
deposits. 

Of the increase of roughly $15 billions in 
United States gold holdings in less than six and 
a half years, the devaluation profit contributed 
$2.8 billions, and purchases of domestic pro- 
duction and scrap about $1 billion, leaving 
over $11 billions accounted for by imports 
from abroad. This is excluding $1.3 billions 
of gold now under foreign earmark in this 
country, which does not belong to us and is not 
counted as part of our monetary stock. 

Why Gold Has Come Here 

Why did this $11 billions of gold come to 
this country? Was it, as some have said, be- 
cause we have been paying more for it than any 
other country, or were there other reasons? 

Both Secretary Morgenthau and Dr. Golden- 
weiser of the Federal Reserve Board have 
denied that price has been the influential factor. 
They point out that where gold is permitted to 
move freely, as was the case in most countries 
up to or shortly before the war, its price ex- 
pressed in dollars or any other currency is the 
same (after allowance for shipping costs) the 
world over, being kept so by the operations 
of arbitrageurs who would be quick to take 
advantage of any spread. The real reason, they 
say, why gold has come here in such vast quan- 
tities has been the flight of capital from Europe, 


together with large payments on balance for 
American goods and services of various kinds. 

Secretary Morgenthau and Dr. Goldenweiser 
are justified in emphasizing these influences. 
If we examine our balance of payments figures, 
we find that in the six years 1934 through 1939 
we rolled up a credit balance on merchandise 
and service account of something like $2.2 bil- 
lions, repatriated over $1.5 billions of American 
capital previously sent abroad, and imported 
foreign capital for safekeeping in our banks 
or investment in our securities to a reported 
amount of $4 billions, with the actual total 
probably much higher. Considering the con- 
ditions that have existed in Europe, it seems 
probable that we should have got a great deal 
of this money anyhow, regardless of what we 
were paying for gold, but surely we would not 
have got so much had the price not been ad- 
vanced. 

We should not fail to recognize that the 
act of devaluation was itself a highly dis- 
turbing influence in the exchanges. It put 
American goods and securities on the bargain 
counter for other countries and spread fear 
and uncertainty to other currencies, hence con- 
tributing greatly to the gold movement, espe- 
cially in the beginning. Moreover, as Dr. Gold- 
enweiser points out, the higher prices for gold 
increased both its production and monetary 
value, so that foreign countries have had more 
gold to spare for shipment to this country in 
meeting capital movements. 


What Happens to Gold Imports? 


So many questions are asked as to what 
happens to gold brought to this country that a 
brief description of how it is paid for and what 
is done with it may be desirable. 

The United States Treasury pays for gold, 
both foreign and domestic, by drawing a check 
on its fiscal agents, the Federal Reserve Banks. 
Subsequently, the Treasury reimburses itself 
for the cost by issuing gold certificates or gold 
certificate credits to the Reserve Banks and 
receiving a corresponding credit to its deposit 
account at the Reserve Banks. The gold thus 
becomes cover for gold certificates which are 
held by the Federal Reserve Banks and consti- 
tute the legal reserve against Federal Reserve 
notes and Federal Reserve deposits—the latter 
in turn constituting the legal reserve against 
deposits of all member banks of the Federal 
Reserve System. 

Gold shipped to this country by foreign 
central banks and governments for safekeeping 
is held by the Federal Reserve Banks under 
earmark for their account. This gold does not 
belong to the United States and is not counted 
as part of its monetary stock, but may be sold 
to the Treasury which will pay for it in the 
manner described. 

Foreign individuals and private corporations, 
like their domestic counterparts, are not per- 
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mitted to hold gold in this country, either under 
earmark or otherwise, but must sell any gold 
in their possession to the Treasury, receiving 
in return credits which they can either retain 
in the form of bank deposits or convert into 
American goods or securities. However, most 
foreigners desiring to transfer funds to this 
country do not ship gold; they merely buy 
dollars in the exchange market, which may or 
may not result in a gold shipment, depending 
upon the relationship between the demand for, 
and the supply of, dollars. 


Dual Character of Our Gold Problem 


Can we manage this vast and increasing 
supply of gold without harmful consequences 
to our economy? Upon analysis this problem 
will be found to divide into two parts: first, the 
effects of gold imports upon our credit and 
price structure, and possibilities for inflation; 
and, second, the future of gold itself. 


In the field of credit, the problem arises 
through the impact of gold imports upon the 
banking system. As gold comes into the coun- 
try and is purchased by the Treasury, the pro- 
ceeds are deposited as cash in the banks and 
add to the quantity of the banking reserves. 
Due largely to the constant increments from 
this source, the cash reserves of the member 
banks of the Federal Reserve System have been 
lifted in the past six and a half years by some- 
thing like $10.5 billions. Since commensurate 
outlets in loans and investments have been 
lacking, much of this money has simply piled 
up in the form of surplus reserves, now total- 
ing in excess of $6 billions, and still rising. 
All this has swamped the money market, with 
far-reaching consequences upon the economy 
as a whole. Interest rates have dropped lower 
than ever before, individuals and institutions 
dependent upon investment income have been 
penalized, banks in their search for earnings 
have been forced into longer-term assets and 
placed under great temptation to lower credit 
standards, and, finally, though by no means 
least important, conditions have been created 
in the government security market setting an 
artificial valuation upon government credit and 
thus dulling the public mind to the dangers 
of long-continued Treasury deficits. Looking 
to the future, an important consideration is that 
gold imports already have raised bank reserves 
beyond the scope of effective Federal Reserve 
action should inflationary psychology develop. 

The second aspect of our gold problem is per- 
haps more basic than the first, in that it in- 
volves questions and doubts as to the status of 
gold itself. As stated at the outset, people are 
beginning to wonder whether we are getting 
our money’s worth in continuing to accumu- 
late at high cost an asset of which we already 
have too much and whose value in the future 
is regarded as not altogether certain. 


Need for Sense of Proportion 


It would be idle to deny the reality and 
gravity of these problems created by gold. 
We must face them frankly and without preju- 
dice if we hope to find the right answers. And 
yet, at the same time, we must not lose our 
sense of proportion. Much that is being said 
about gold and the consequences of gold im- 
ports is greatly exaggerated, and founded upon 
no real understanding. As regards cheap 
money, damage has indeed been done, and we 
can hardly hope to restore normal money mar- 
ket conditions without losses, perhaps severe, 
in certain directions. However, we are not 
helpless in the face of excess reserves. Devices 
can be used and powers conferred to deal ef- 
fectively with this problem if we act with wis- 
dom and resolution. 

As to the assertion that we are exchanging 
valuable goods and services for “useless” gold 
to “bury in the ground,” it is well to bear in 
mind that, as figures already cited have shown, 
only a little over $2 billions of our huge gold 
imports since 1934 can be accounted for by 
our net excess of sales of goods and services 
to other countries. All the rest represents a 
capital movement, partly our own money 
coming home and partly an influx of foreign 
capital the length of whose stay here cannot be 
determined. 

When we hear talk about the “uselessness” 
of our gold holdings, it is well also to remem- 
ber that they serve as the monetary base for 
roughly $7.6 billions of currency outstanding 
and $58 billions of bank deposits. As such, they 
constitute a reserve against known actual and 
potential foreign claims upon this country ap- 
proaching $6 billions and consisting of foreign- 
owned American bank balances and short-term 
investments and foreign-owned American ne- 
gotiable securities. This means that if, at some 
future time, foreigners should withdraw funds 
in large quantities, as they did in 1931 and 
1932, our capacity to make these payments will 
depend upon our ability to ship gold without 
reducing our gold stock below what is required 
to provide adequate cover for our domestic 
currency and deposit liabilities. 

Moreover, in considering further the useful- 
ness of these holdings, one must give thought 
to what might have happened had we been un- 
willing to buy the gold offered during recent 
years. The tripartite exchange agreement prob- 
ably would not have been possible, the rela- 
tions between currencies would have been more 
unstable, if not chaotic, and international trade, 
including our own, would have been impeded. 
Foreigners would have found it difficult to 
make payments in this country for our exports, 
and domestic business would have suffered. 

Granting that our gold stocks are much 
greater than needed, and that their continuing 
increase involves perplexing problems—even 
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dangers—it is still true that in taking gold we 
have contributed to maintaining order in the 
exchanges and have aided foreign countries to 
buy our goods during a difficult period, and in 
the process have added to our ownership of a 
commodity the intrinsic value of which has 
been recognized down through the ages. It is, 
in fact, very largely because we have this gold 
“buried in the ground,” as the phrase goes, that 
confidence in the dollar is so well-established, 
with psychological consequences that are far- 
reaching. After all, that is where people al- 
ways have put gold, and precisely where it is 
the most useful—serving as a basis for credit 
and as reserve against emergencies. 


Alternatives to Present Gold Policy 


Is there any satisfactory alternative to the 
present policy? We need not expect an ideal 
solution. The mistake was in raising the price 
of gold in the first place, and now it is a ques- 
tion of making the best of it. 

Let us consider some of the suggested 
alternatives to the present gold policy. 

First, there is the proposal to lower our 
price for gold. Other countries, it is argued, 
would be forced to fall in line so that neither 
exchange rates or commodity prices would be 
seriously affected. Our expenditures for gold 
would be lessened and the encouragement to 
excessive output curtailed. 

On the other hand, certain other considera- 
tions would have to be carefully weighed. One 
of the most important of these at the moment 
is that any substantial cut in our gold price 
would, in the absence of loans or credits, ma- 
terially reduce the ability of the Allied Powers 
to make payment here for materials and sup- 
plies needed to prosecute the war. And other 
considerations may be enumerated, as follows: 

(a) Any indication that the United States 
was seriously contemplating reducing the price 
would precipitate a gold panic and cause hold- 
ers the world over to dump their supplies on 
the United States Treasury. 

(b) It cannot be assumed that exchange rates 
would remain unaffected, as claimed. While the 
precise effects are difficult to estimate in ad- 
vance, because of exchange controls, it is not 
unlikely that dollars would rise sharply against 
other currencies, thus disturbing both prices 
and export markets. 

(c) Any important cut in the gold price 
would inflict heavy loss upon the United States 
Treasury, since the value of the present hold- 
ings would have to be written down according- 
ly. On the basis of existing stocks, every dollar 
of reduction in the price of gold would cost the 
Treasury $550,000,000. Should the price be 
cut from $35 to say $25 an ounce, it would not 
only wipe out the $1,800,000,000 stabilization 
fund, but in addition the Treasury would have 
to borrow to buy $3,700,000,000 of the gold 
certificates now held by the Federal Reserve 


Banks as reserve for their note and deposit 
liabilities. 

(d) And probably most important from a 
practical standpoint—reduction of the price is 
probably politically impossible, since action 
along this line would require Congressional 
approval and no doubt would be opposed by 
agricultural interests and others who have 
come to regard a cheap dollar as essential to 
maintenance of commodity prices. 

A second suggested alternative to our present 
gold policy is that we stop buying gold alto- 
gether. This, however, would be even more 
disturbing to trade and exchanges than the first 
proposal. It would shut off a principal means 
of payment for our exports, especially to the 
Allies. Besides, it might deal a serious blow to 
the value of gold as a monetary medium, which 
is the last thing that we, as the principal holder 
of gold, should want to do. 

A third proposal is to keep the gold price 
unchanged, but put a tax on gold imports. 
Actually, the tax would be equivalent to re- 
ducing our price for foreign gold, with the 
same disturbing effects upon trade and the ex- 
changes. Moreover, unless we put an equal 
bounty on gold exports, the tax would establish 
a wide spread between the “gold points”, thus 
perpetuating instability in the exchanges. 

Still a fourth proposal is that gold production 
be limited by international agreement. This 
probably would be impracticable under normal 
conditions, and most certainly would be under 
war conditions. 

To list the foregoing alternatives, together 
with pros and cons, is, it would seem, to give 
the answers. Either the proposals are objec- 
tionable or impracticable — or both. Apparent- 
ly we have a bear by the tail and cannot let go. 

In the long run, the situation may be rectified 
in the same way that like situations have been 
rectified in the past—that is, by a general rise 
of world commodity prices which would raise 
mining costs and check production, while at 
the same time calling for increased use of credit 
and currency, with enlarged need for gold in 
the credit base. 

This, it will be pointed out, is no solution 
at all, but only the realization of the very thing 
feared—inflation. Nevertheless, it might prove 
to be the best way out in the end, especially 
if the rise of prices should be gradual and 
spread over a period of years. Rising prices 
afford powerful encouragement to economic 
activity, and certainly the world will want all 
the encouragement it can get when the present 
conflict is over. With most countries heavily 
in debt, and industry prostrate, some upward 
movement of prices seems vitally necessary. 
Since there will be need for the stimulus pro- 
vided by large reserve funds, it will be better 
perhaps to risk having too much gold rather 
than too little. 
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Will Gold Become Useless? 


In the discussion up to this point the assump- 
tion has been that gold will continue to hold 
its place as a monetary base and chief medium 
for making international payments. Query— 
how do we know that this assumption is cor- 
rect? The answer is, frankly, that we don’t 
know. Nothing is certain in this world, least 
of all conditions and practices after the war. 
However, there are good reasons for continu- 
ing faith in gold. 

First, there is the long-established tradition 
in favor of gold. This did not just happen. 
Gold, more than any other material, combines 
the necessary attributes of basic money. It is 
prized for its beauty; it does not tarnish; it 
has scarcity; its supply shows relatively con- 
stant growth compared with violent fluctua- 
tions in most commodities ; it cannot be ground 
out on printing presses like paper money or 
ballooned to the skies like bank credit; it is 
durable; it can be divided into parts of any 
size without loss of value; it is easily manipu- 
lated; and, finally, it is easily transported. In 
times of danger and disaster mankind has al- 
ways turned to gold as the one sure sanctuary. 
What else is so easily hidden from the enemy, 
so indestructible, so easily removed to a place 
of safety, so certain of future value as gold? 
The fact is that the world has experimented 
with all kinds of materials, both as money and 
as a store of value, but because of inherent 
qualities none has stood the test of time so well, 
or achieved such universal recognition and ac- 
ceptability as gold. All this may seem elemen- 
tary, but it is well to ponder these things when 
doubts arise concerning gold. 

True, the gold standard broke down during 
and after the great war of 1914-18, but so did 
the silver and managed currency standards. 
Moreover, this breakdown did not signify that 
gold itself was any less prized. The phrase so 
often heard that such and such countries have 
“abandoned” gold is misleading and does not 
mean what it sounds like. What has occurred 
is simply a suspension of the willingness to 
redeem currency and bank deposits in gold, 
decided upon to safeguard the national gold 
holdings from exportation to other countries. 
This is not “abandonment” of gold, but the 
reverse. 


A second important reason why gold is un- 
likely to lose its value is that not only the 
United States, but other countries as well, have 
large vestec' ‘nterests in gold. The British Em- 
pire alone accounts for nearly half the gold 
output of the world, and in many other coun- 
tries gold production is an important national 
asset. These countries would not look with 
favor upon the displacement of gold as a mone- 
tary metal; and even in the event of political 
changes resulting from the war these vested 


interests would remain, though possibly shifted 
to other national jurisdictions. 

_ A third important argument in favor of gold 
is one that should hardly need emphasis at this 
time—its dependability as a war chest. In the 
great war of 1914-18 gold, shipped here in what 
was then unprecedented volume, helped the 
Allies pay for needed materials and supplies 
before we entered the war. Later, in the 
Italian-Ethiopian war, gold from the banking 
reserves and gathered from the people con- 
tributed a vital share of Italy’s foreign ex- 
change requirements to carry on the war. 
Japan likewise found gold an unfailing source 
of purchasing power, and has striven in all 
possible ways to expand its output in order to 
maintain the flow of imports essential for war 
purposes. And now the new war in Europe is 
demonstrating as never before the great value 
of gold as a war chest. 

Credits may be refused, payments in goods 
impeded both by inability to supply the goods 
or unwillingness of foreign markets to receive 
them, and securities prove of uncertain value, 
but the nation that has gold can always com- 
mand purchasing power abroad. It is one of the 
strong points of the Allies that they have large 
stores of gold to assure them this command 
over foreign markets. It is one of the admitted 
weaknesses of Germany that she is lacking in 
this vital resource. Was there ever a time more 
inappropriate for questioning the value of gold? 
Conceivably the time may come when we too 
shall be in need of a war chest, and be thankful 
that we have it in gold. 

Still a fourth argument for gold is that, war 
or peace, there is no satisfactory substitute for 
it as a means for settling international trade 
and controlling the exchanges. Without gold 
it would probably be impossible for stabiliza- 
tion funds to operate, for no major country 
would be willing to accumulate indefinitely the 
paper currencies of other countries. And with- 
out such controls, or the stabilizing influence 
of free gold movements, exchange conditions 
between anything like free economies would 
be chaotic. 

The one alternative to gold would be com- 
plete regimentation of foreign trade by gov- 
ernments, with resort to all the cumbersome 
and stifling mechanisms of so-called clearing 
agreements, blocked currencies, and the like. 
In effect, it would mean reducing world trade 
to a primitive barter basis. Possibly, in the 
disorganization resulting from war, such des- 
perate devices may be accepted for a time, 
but it is idle to talk of barter as a permanent 
substitute for gold. No such volume of trade 
as blessed the world in the years before 1914, 
and again for years during the ’twenties, would 
be possible under a system of barter. None of 
the nations knows this so well as those who 
have tried barter since the breakdown of the 
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exchanges, — among them Germany. There 
were no stauncher champions of the gold stand- 
ard than the bankers of Germany, and among 
them Dr. Schacht, economic controller of Ger- 
many for a time under the National Socialist 
Party. It was Bismarck who put Germany on 
the gold basis in 1873, using the gold indemnity 
received from France after the victory of 1871, 
and it was Schacht who piloted Germany back 
to the gold base after the World War — aided 
by the Dawes Loan of 1924. 

It is true that Germany has been “getting 
along without gold” but this has not been from 
choice but from necessity. Germans have like- 
wise been getting along without a lot of other 
things that they will want to have as soon as 
they are able to pay for them. How many people 
can seriously think that Germany will putter 
around for long with barter if and when it can 
get gold? 

Of course, so long as Europe is dominated 
by war, and industry and trade are suppressed, 
gold will tend, both for safety and in obedience 
to movements of trade, to concentrate in this 
country. But this will not always be so. Out 
of the present chaos must eventually come 
peace, reconstruction and a new order of things, 
in which the countries of Europe, with their 
wealth of trained labor, industrial equipment, 
research laboratories and capable scientists, 
will again become factors in the trade and 
capital markets of the world. To attempt to put 
a time schedule on this process obviously would 
be impossible, but of one thing we may be cer- 
tain — the balance of payments will not always 
be in favor of the United States. And as the 
currents of international trade and capital 
movements shift, so will gold movements shift. 
Other countries will begin to take a larger 
share of the new gold production, and possibly 
even draw substantially from our own large 
holdings. Thus, in the course of time, will gold 
maldistribution—which has its seat in world 
confusion and disorder — be corrected. 


What to Do 


In conclusion, what should we do about gold? 
As Secretary Morgenthau said in an address 
last month, “There is only one sound way in 
which we can work to reduce the inflow of gold 
and to promote the return of at least a part of 
the wealth it represents to useful service in the 
lands from which it came. That way is to do all 
in our power to contribute to the return of 


peace to the world and to encourage recon- 
struction and the restoration of normal trade.” 
For reasons given, it seems abundantly clear 
that there is little cause for worry on the score 
of gold losing its value, our being left “holding 
the bag,” and the like. It seems equally clear 
that we should keep on buying gold at the 
present price. However we may feel about the 
wisdom or necessity of having raised the price 
in the first place, it is now much too late to go 
back. For the past six and a half years the 
Treasury’s policy of holding the price un- 
changed has been a factor making for stability 
and confidence. To reduce the price now would 
produce a new series of dislocations and dis- 
turbances. 

Indeed we could well afford to go beyond 
the mere maintenance of the present price, by 
formally terminating the executive power to 
further devalue the dollar, and by anchoring 
the currency firmly on the solid foundation of 
gold. Possibly we might even go the whole 
way of paying out gold freely in exchange for 
currency notes to all who might want it. Grant- 
ing that the amount taken might not be large, 
nevertheless it would in proportion reduce the 
large Treasury gold stock and bank excess 
reserves. Moreover, and perhaps more impor- 
tant, it would increase confidence in the money 
and make more difficult in the future changes 
in its gold value. Certainly we could dispense 
with the unnecessary and costly accumulation 
of silver. 


The more serious if less immediate problem 


‘ pertaining to our growing gold stock is not the 


danger of its becoming worthless, but rather 
the danger that lies latent in these huge addi- 
tions to the credit base. With bank excess re- 
serves standing above $6,000,000,000 and still 
rising, the potentialities for excessive credit 
expansion and inflation are ever present. It is 
in this sector that the longer term problem 
lies, even though the present problem is still 
to get money to work. 

Various suggestions to improve the mech- 
anism of monetary control have been made 
which require careful study. It may be assumed 
that the possibilities will be fully explored by 
the committee of Congress headed by Senator 
Wagner of New York and now engaged in 
making a comprehensive study, in cooperation 
with other government agencies and banking 
associations, of the entire banking and currency 
system. 


THE NATIONAL CITY BANK OF NEW YORK 




















Don't Take Worry With You 





AKE a complete rest from personal and business cares this year. Leave 
them behind, in the capable hands of THE NATIONAL CITY BANK 
OF NEW YORK. The services briefly described here will help make this 
vacation or business trip more enjoyable. Look over this list now and con- 


sult your nearest National City branch. 


TRAVELERS CHECKS—N. C. B. Travelers 
Checks provide safe, convenient funds 
for everyday vacation needs. They are 
accepted by banks, hotels and transpor- 
tation lines, as well as by better shops 
and restaurants and are cashable day or 
night, weekdays, Sundays or holidays. 


LETTERS OF CREDIT—An N.C. B. Letter 
of Credit is virtually a traveling bank 
account, particularly convenient for 
those on extended journeys. Its presen- 
tation assures prompt, personal service, 
an important matter when traveling. 


CABLE TRANSFERS—A visit to our near- 
est branch or any one of thou- 
sands of National City Bank of 
New York correspondents will 
assure immediate attention in 
the handling of cable transfers. 


CUSTODIAN ACCOUNTS—For the care 
and safeguarding of your securities in 
your absence; collection and distribu- 
tion of income and maturing principal; 
notification of subscription privileges 
and redemption calls; buying and sell- 
ing of securities; and the making of 
investments as instructed by you or 
your attorneys. 


SAFE DEPOSIT—Your insurance pol- 

icies, contracts, bonds, jewelry and 

other valuables need far greater pro- 

tection than home or office safe can 

give them. A National City Safe De- 

posit Box provides positive protection 
at low cost. Commodious, fire- 
proof, burglar-proof vaults are 
available for the storage of 
silverware and other large 
articles of value. 


Branches, Affiliates and Correspondents in every Commercially 
Important City in the World. 


Member Federal Deposit Insurance Corporation 
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